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ApbamM H. EDELEN
AUDITOR OF PuBLIC ACCOUNTS

October 22, 2013

Craig Preece, Board Chair
Martin County School District
P.O. Box 274

Lovely, Kentucky 41231

RE: Findings and Recommendations
Dear Chairman Preece:

We have completed our Examination of Certain Policies, Proceduwasofs, and Financial Activity
of the Martin County School District (District). This examination identifiesght findings and offer29
recommendations to strengthen the management and oversight of the Distnié¢. thoroughlyexamined
several conams expressed tdhis office regarding the Districtcould not be substantiated through
documentation or interviews and did not result reortfinding.

In performing this examination, we requested and examined financial records maintained by tf
District Central Office staffand otherdor the period July 1, 20l through June 30, 231 unless otherwise
noted. Information examined includeBoar d meeti ng minutes, Board me
and expense reimbursements, credit card stattreen vendor payment s, and t|
former and current derintenderst Our review included discussions and interviews weggntain Kentucky
Department of Education staBoard members, various District staff, principals, and tmnér and current
District Superintendest

Due to theissue addressed in Finding 1 of this repovg are referring il issue toKentucky
Department of Education for further review and consideration.

The Auditor of Public Accounts requests a repoonfrthe District on the implementation of the
examination recommendations within (60) days of the completion of the final répgdu wish to discuss
this report further, please contact me or Brian Lykins, Executive Director of the Office of Techaaokbgy
Special Audits.

Respectfully submi ,

Adam H. Edel

Auditor of Public Accounts
209 ST. CLAIR STREET TeELerPHONE 502.564. 5841
FrRankFOrRT, KY 40601-1817 FacsimiLe 502.564.2912

WWW.AUDITOR.KY.GOV
AN EQquaL OpFPPORTUNITY EMPLOYER MI/F/D
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ADAM H. EDELEN
AUDITOR OF PUBLIC ACCOUNTS

Performance and Examination Audits Branch

Executive Summary
October 22, 2013

Examination of Certain Policies, Procedures, Controls, and
Financial Activity of the Martin County School District

Examination Objectives

During the spring of 2013, the Auditor of Public
Accounts (APA) received numerous concerns regarding
various activities of tb Martin County School District
(District). To address the concerns expressed to this
office, we requested and examined certain Distrigt
records for the examination period, including, but no
l'imited to, Board meet.
andselectedt af f6s travel and
credit card statements, vendor payments, and the
Districtos contracts Wi
Superintendents. Our review included discussions and
interviews with numerous Board members, District
staff, pringpals, and both the former and current
Superintendents. Auditors also held discussions with
certain staff at the Kentucky Department of Education
(KDE) to assist with the clarification of various
subjects and information.

g

The general examination periodasv July 1, 2011

through June 30, 2013, unless otherwise stated. Earl
time periods for specific expenditures or activities werg
included based on additional issues that came to the
attention of the auditors during the examination.
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The District

The Distict is the only public school system serving
Martin County, a county with a population of 12,929,
The District serves approximately 2,100 student
enrolled in five schools: three elementary schools, on
middle school, and one high school. During the
examhation period, the middle school student
population was located in two schools, but has singe
been consolidated into a single school due to the
closure of the building that formerly held the local high
school.

The Central Office is located in the coungatsof Inez,

Kentucky. At the time of our examination, the Centra
Office consisted of approximately seventeen positions.
In the 20162011 school year, the District employed
232 classified personnel and 189 certified personng
156 of which were consided full time equivalent
teachers The pupil/teacher ratio was 13.8 students fg
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expense

t h

every one teacher and in school year 20012 the
District spent, on average, $9,987 per student.

For the year ended June 30, 2012, among major funds
the General Fund hadl$,351,458 in revenue, which
primarily consisted of local property, utilities, and
motor vehicle taxes, federal programs and state
fundingn Therevas $168566al65dn expandiiyes.r s 6
rei mbur sement s,
Findings and Recommendations

t he for mer and curren
Finding 1. Former Superintendent assigned ls
spouse to a position that allowed her to maintain her
previous salary and activities, which appears to
result in grant noncompliance causing the use of
grant funds to be questioned.
At the beginning of the 2008010 school year, the
former Superintendd assigned his spouse, who was
also employed by the District, to the Parent
Involvement Coordinator position that was paid from
Title I, Part A grant funds. The former
Superintendentdés spouse
District in 1992 as a classroomater with her
compensation established by the certified employee
salary schedule adopted by the District. Because the
empl oyeebs pay as Parent
based on this salary schedule and a 240 day contrac
instead of the classified sayaschedule and 185 day
contract applicable to the employee who previously
held this position, the salary paid to the spouse for this
position increased the cost to the District by over
$50,000 annually. The District could not provide
documentation that miiten job expectations for the
Parent Involvement Coordinator were increased or
changed that would explain the need to increase the
salary for this position. Until the 2022013 school
year, the Parent Involvement Coordinator position was
100 percent fuded by Title I, Part A funds; however,
though required by the grant, there were no time and
effort reports to support and document the activities
performed, nor were any job evaluations documented
during this time period. Therefore, it appears the
activiti e s perfor med by the
spouse, as the Parent Involvement Coordinator, did not
fully comply with the activities specifically associated

v



with the use of Title I, Part A grant funds. Further, this
situation appears to violate the regments of KRS
160.380(2)(e) to prevent the appearance of nepotism
a superintendent.

Recommendations: While the District has already
eliminated the position of Parent Involvement
Coordinator for the current school year, we recommen
that staff assigreto similar positions be provided with
specific, written job expectations and required duties,
be required to document the activities performed on [a
daily basi s, a n dn logsstesuppdrte
those work activities. Activities for this pdisin should
be in compliance with the specific grant programn
requirements.  With the understanding that a highe
program administrative salary reduces the fund
available for activities at the school level, any futurg
hiring of an employee as a Parent diwement
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Coordinator should take into consideration the
following:
¢ the educational and experience requirements
needed,;

whether the position requires a 240 day (year
round) or 185 day (school year only) schedule;
whether a classified or certified employiee
required; and

whether a pastime or fulltime employee is
necessary.

Finding 2: A local scholarship fund administered by
the former Superintendent, benefitted two of his
children, yet District staff had no or minimal
knowledge of the scholarship or ecipient selection

process.
Externally funded scholarships were awarded to a small
number of District students by the former

Superintendent, yet staff were either not aware of if
existence or only minimally aware, which created a ris
of an inconsistent pplication process and biased
selections for scholarship funds. This local scholarship
fund was established in 1952 and the original contra
establishing the scholarship with the District mandates
the specific procedures to be followed to grant
scholarsips to eligible candidates. Due to the
Districtdéds | ack of knowl
five of the last fourteen scholarship recipients during
the last four years were relatives of District personne],
the District does not appear to have compiieth the
schol arshipods mandat ed
application and selection process appear consistent g
impartial.

Recommendations: We recommend that the Board
investigate the Tuthill Fund to determine its value an
the financial activity of the @ount. Further, we
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recommend the Board work to ensure compliance with
all of the relevant terms of the contract that originally
established the scholarship. If funds are available to
award as scholarship grants, we recommend that the
Board ensure that hé application process is
documented and appropriately advertised along with
the names of the members of the selection committee.
A description of the Tuthill Fund scholarship, along
with application materials, should be included in the
local scholarshipnformation provided each January to
satt high sdhdok sersois.g Mhough the selection of the
recipients is required to occur after the close of the
school year, the District should ensure the transparency
of the scholarship, selection process, and its rexipi

Finding 3: For mer Superinten
approved contract, had redundant or unclear
benefits.

The contract of the former Superintendent contained
four contract benefit provisions that were either
redundant or lacked clear criteria to allow for Bba
oversight. While these contract issues were not presen
in the current S uRrowisian 1@ e n
provision i n t he former
continues to impact the current Board. This provision
stated t hat fi[ i ] nconttadt ds e
terminated, not renewed or not renegotiated, [ ] shall be
reassigned to his previous or comparable position at the
Martin County Board of Ed
office did not address or opine on this provision
because it is in litigion for the courts to decide its
propriety and the resulting personnel action impacting
the former SuperintendenProvision 11of the contract
stated that the Board would pay the expense if the
former Superintendent pursued continuing education,
but it did not contain clear criteria to allow for Board
oversight of the expense or the type of continuing
education approved by this contract provision.
Between July 2011 and June 2013, a total of $14,211 in
tuition and related expenses was charged by the
Supeintendent and paid by the District. Both
Provision 9 and Provision 18 of the former
Superintendentés contract
travel inside the District using two different methods.
the, f rrper sSlépﬁ”St?ngims getu Iy_ %nllg{ C
allowance and did not submit any
requests for reimbursement for in county travel during

the examination period.

rR cgrgnber&d§ti8n *We relcio&nFnend e %oard f;mﬁl gs
hat current and future employment
contracts properly define all interdldenefits. Those
benefits should be clearly stated, not redundant in
nature, and provide clear criteria as to how the Board
will monitor the benefit. If educational benefits are

provided, the contract should contain a provision to



address retention ragements and an associated
repayment schedule if the employee resigns prior to th
employee meeting the required retention period. W,
further recommend that the Board specifically review
and approve any expenses related to th
Superintendent, who is ameloyee of the Board, and
not just approve them as part of a Consent Agenda.

Finding 4: The Board did not adhere to statutory
requirements related to the evaluation of the former
Superintendent

While District policy requires that an annual summative

evduation be made available to the public upor]
request, Board meeting minutes do not document that
summative evaluation of the former Superintendent w3
discussed and adopted in an open meeting. KR
156.557 stipulates that

the superintendent shall be discussed and adopted in
open meeting of the board and reflected in th

e

(4]
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Recommendations: We recommend that the Board
adgpt a comprehensive policy to address nepotism
involving the employment and supervision of relatives.
The policy should reflect all prohibitions relating to the
employment and supervision of relatives required in
KRS 160.380, not just those of the supenmdent. In
addition, this policy shouldddress the supervision and
ot her aspects of a rel at
against nepotism or even the appearance of a conflict.
While it is not intended for the policy to prohibit the
hiring of relatives, it Bould include a provision that
family members would not have a direct line of
supervision over another family member and that a
family me mber not perf
evaluations

Fiedingll $:.u mMOmé¢ | employ@ev auwbmittédi @ n
reimbursement request for the entire year
instead of monthly, as required

minutes. o Wit hout docume g theOekamifation behict Sof Jul@ 011! trdugh

the Board minutes, it is not known whether the Boar
complied with the statutory requirements relatedhte
former Superintendentos
for mer Superintendent 6s
July 2011 through June 2013 were requested K
auditors but the December 2010 evaluation was th
only evaluation provided.

Recommendations: We recommend the Board not
only perform the superin
but also present a summative evaluation in an opg
meeting and document its action in the official minute
of the meeting. Furthermore, the Board should compl
with District pdicy and KRS 156.557(6) by ensuring
that the written evaluations are performed annually an
that the summative evaluation is available to the publi
upon request.

Finding 5: The District did not have a nepotism
policy though there are a number of relaties
working in the District .

Auditors were informed of and investigated multiple
familial relationships throughout the District. While
none were determined to violate District policy or the
statutory requirements, except for the issues noted
Finding 1,it was found that a nepotism policy had not
been adopted to address the potential or perceive
conflicts of interests that exist when relatives work i
the same organization.
policy only addresses the hiring of relativeg the
superintendent. Considering the concerns express
about this issue currently and in the past, the Boal
would benefit from developing a comprehensive policy
to govern the employment of relatives.
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June 2013, auditors reviewed the reimbursements
submitted by Board members, central office employees,
Vafd dtrrt énfpiByees spBdifically Nidehtifled in€ the
Ve@nlpltitst md® t ur dffite.  Frond this révRW, wé d
found that one District employee submitted a
reimbursement request of $1,047.94 for the entire 2011
2012 school year instead of monthly, as required by
policy, and three other reimbursements from other
DRtfcEMplPeds h&d YnRdinY iRfbrihalidh. annua
Recommendations: We recommend the District deny
reimbursement to a Board member or District employee
when the forms are incomplete or not submitted within
the timeframe required by policy. While incomplete
requests can be wected and resubmitted timely, an
annual reimbursement request would require an
extensive review to determine its validity. In addition,
expenditure reimbursements for the school year should
be submitted and paid ti
financial gdatements will represent the actual
expenditures for that fiscal year.

Finding 7: The District did not have a policy related

to the use of the Fleet One card and the cardholders
are not required to sign a user agreement

During the examination period afuly 2011 through
June 2013, the District spent $18,359 using the Fleet
One card, yet the District did not have a specific policy

| Niordnd tsé df FiedtOne chrdls @nd BderSagréements Wet

not required. Fleet One cards are used by the
maintenance employeesich school custodians within

the District. These employees are authorized to use
these Fleet One cards for gas purchases for the
Districtdéds vehicles, mo we
The maintenance employees were each assigned a car
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to use for the Disict vehicles as needed. The schoo
custodians use the Fleet One card that the Assists
Superintendent maintains in his office.
Recommendations: We recommend the Board
develop a formal policy and/or procedures for the us
of the Fleet One cards. Thmlicy and/or procedures
should require that a user agreement document must
read and signed before an employee is permitted to u
a District Fleet One card. We recommend that th
adopted  procedures include the  supporting
documentation specifically geired and that the
purpose for the purchase is documented. The revie
and approval procedures required prior to paymer
should also be included in the written procedures. Th
policy or procedure should also include a timeframe fg
employees to turn imeceipts for the purchases made
with the Fleet One cards and the action that will b
taken if the required documentation is not provided.

Finding 8: District  Maintenance  and
Transportation staff do not maintain accurate
inventories.

The Di st raccaunt Pchases wareesupported
by detailed invoices that were recorded thoroughly i
the Districtés informat.

this information was not being used to develop an
maintain an electronic inventory database. Our revie
of purchase within the Maintenance and
Transportation Departments determined that th
Purchase Order (PO) was not consistently complete
and the purpose for the purchase was periodical
omitted. It was also found that work orders were ng
required to document thisventory used for a project or
assignment, but the District had developed a new polid
requiring this process for school year 2€(R4. With
detailed purchasing information and work ordef
information available regarding the parts ang
equipment used byhé District, it would be beneficial

for the District to implement an electronic inventory
system to monitor and track the inventory maintained i
these departments.

Recommendations: We recommend that the District
ensure that POs include the purpose ferghrchase as

required. In addition, we recommend that the Distric]

ensure compliance with the new policy requiring the

completion of work orders so that inventory used ca

be removed timely to maintain an accurate inventory.

We further recommend that #ho the Maintenance
Department and the Transportation Departmer
maintain an accurate tip-date electronic inventory
database so that regular inventory checks can |
conducted to monitor inventory to reduce unneeded (
duplicate purchases and prevent irteey loss due to
theft.
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Chapter 1

Introduction and Background

Scopeand
Objectives for
Examination

The District

During the spring of 2013, the Auditor of Public Accounts (APA) recei\
numerous concerns regarding various activities of the Martin County Sc
District (District). After careful considation of these concerns, the APA initiate
an examination of the District to address these issues.

The purpose of this examination was not to provide an opinion on final
statements or activities, but to ensure appropcaterolsare in place to qvide
strong oversight of financial activity and to review specific issues brought tc
attention of this office.The general examinatigoeriod was July 1, 2011 throug|
June 30, 2013 unless otherwise stated. Earlier time periods for spec
expendiures or activities were included based on additional issues that came
attention of the auditors during the examination.

To address the concerns expressed to this office, we requested and ex:
certain District records for the examination pekriincluding, but not limited to,
Board meeting minutes, Board membe
rei mbur sement s, credit card stater
contracts with the former and current Superintendents. Our revielwded

discussions and interviews with numerous Board members, District ¢
principals, and both the former and current Superintendents. Auditors alsc
discussions with certain staff at the Kentucky Department of Education (KDE
assist with tl clarification of various subjects and information.

After examining the requested documentation and conducting interviews to ac
the concerns expressed to auditors throughout this examination process, audi
presented in this report, developdindings and made recommendatiofts
improving procedures and internal controWhile thoroughly investigated, sever:
concerns expressed to this office could not reasonably be substantiated tt
documentation or interviews and did not result ifnding. The findings and the
recommendations resulting from this examination are presented in Chapher
addition,theD i s t responsedcathe findings and recommendationsladedin
this report

The District is the only publischool system serving Martin County county with
a population of 12,929The District serves approximatelylP0 studentsenrolled
in five schools:threeelementary schoslone middleschoo] and one high school
During the examination period, the middéchool student population was located
two schools, but has since been consolidated into a single school due to the «
of the building that formerly held the local high school.

The Central Office is located in the county seainez, Kentucky At the time of
our examination, the Central Office consisted of approximathgnteeipositions.
In the 20162011 school year, the District employed 232 classified personnel
189 certified personnel, 156 of which were considered full time equiviidachers
The pupil/teacher ratio was 13.8 students for every one teacher and in schoc
20112012 the District spent, on average, $9,987 per student.

Pagel



Chapter 1

Introduction and Background

The
Superintendent

The Board

For the year ended June 30, 2012, among major funds, the General Fur
$16,351,458 in revere, which primarily consisted of local property, utilities, ai
motor vehicle taxes, federal programs and state funding. There was $16,566,
expenditures.

PerKentucky Revised StatuteKRS) 1 6 0. 37 0, Al t] he eSheg
executive agent of the board that appoints him and shall meet with the &
except when his own tenure, salary, or the administration of his office is L
consideration. As executive officer of the board, the Superintendent shall se
the laws relating to the schools, the bylaws, rules, and regulations of the Ken
Board of Education, and the regulations and policies of the district boar
education ar e c aHershak lwe the professioraf ddwasertofét
board in all mattes. He shall prepare, under the direction of the board, all rt
regulations, bylaws, and statements of policy for approval and adoption b
board. He shall have general supervision, subject to the control of the bos
education, of the generabmrduct of the schools, the course of instruction, -
discipline of the pupils, and the management of business affairs. He sh:
responsi ble for the hiring and disn

The Board has general control ancamagement of the public schools in tt
District. The Board consists of five individuals with one person elected from
of the five divisions of the county. All Board members serve a term of four ye
While Board members are not compensated for ttegm on the Board, Boarc
members do receive, as required by KRS 160.280, a per diem of $75 per reg
special Board meeting or training session attended, not to eXg%600 per
calendar year per member. Members also may be reimbursed for aadue
necessary expenses incurred within the District while attending to Board bus
not to excee®3,000per calendar year per member.

KRS 160.290 outlines the general powers and duties of the Board. This s
indicates that the Board has genexaiteol and management of the public schoc
in its District. Each Board shall generally exercise all powers prescribed by l¢
the administration of its public school system, appoint the superintendel
schools, and fix the compensation of employees.
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Chapter 2

Findings and Recommendations

Finding 1: Former
Superintendent
assigned his spouse
to a position that
allowed her to
maintain her
previous salary
and activities,
which appears to
result in grant
noncompliance
causing the use of
grant funds to be
guestioned.

At the beginning othe 20092010 school year, the former Superintendent assig
his spouse, who was also employed by the District, to the Parent Involve
Coordinator position that was paid from Title I, Part A grant fundse fohmer

Superi nt en asworigidaly hiredby tnes Bastrict in 1992 as a classroo
teacher with her compensation established by the certified employee ¢
schedul e adopted by t he Di st asi Ratent
Involvement Coordinatowas based othis salary schedulanda 240 day contract
instead of the classified salary schedalel 185 day contracipplicable to the
employee who previously held this position, geary paid to the spouse for thi
positionincreased the cost to the District by o%&0,000annually The District

could not provide documentatiothat written job expectationsfor the Parent
Involvement Coordinator were increased or changed that would explain the ne
increase the salary for this positioRurther, it appears the activities performed

theformerSuperi ntendent s spouse, as th

fully comply with the activities specifically associated with the use of Title I, F
A grant funds.

Prior to this assignment, the employee was working as thei Distr 6 s E»
Coordinator; however, the federal funding that paid for this position ended afte
20082009 school year. It appears the activities conducted by the employee
she was the Even Start Coordinator to a great extent remained theasaditeher
salary, after she was assigned to the Parent Involvement Coordinator po
which is funded by a different federal grant program with different purposes
required activities. Until the 2012013 school year, the Parent Involveme
Coordirator position was 100 percent funded by Title I, Part A funds; howe
though required by the grant, there were no time and effort reports to suppo
document the activities performed, nor were any job evaluations documt
duringthis time period.

This situation appears to violate the requirements of KRS 160.380(2)(e) to pr
the appearance of nepotism bguperintendent. Also, the lack of documenjeial
expectations as well as the actual activities performed by the employee w
working & the Parent Involvement Coordinator, results in questioning whiine
Districtdéds Title |, Part A funding

KRS 160.380(2)(e) contains the statutory requirements related to the spou

other relative, ofa public school superintendent being employed within the s:
school district. According to KRS 160.380(2)(e):
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Chapter 2

Findings and Recommendations

No relative of a superintendent of schools shall be an employee of
the school district However, this shall not apply to a relative who is

a classified or certified employee of the school district for at least
thirty-six (36) months prior to the superintendent assuming office, or
prior to marrying a relative of the superintendent, and who is
gualified for the position the employee hold#é superintendent's
spouse who has at least eight (8) years of service in school systems
may be an employee of the school districA superintendent's
spouse who is employed under this provision shall not hold a
position in which the spouse supervises dedifor classified
employees. A superintendent's spouse may supervise teacher aides
and student teachers. However, the superintendent shall not promote
a relative who continues employment under exception of this
subsection.

Though this employee wasréd by the District as a certified teacher in 1992 a
her husband was not appointed as the District Superintendent until July 1,
KRS 160.380(2)(e) states that fthe
continues employment under an exceptn of t hi s subsect
of Parent Involvement Coordinator may not be considered a promoticioyther
Superintendent assigned his spousehis position at an annual salary of ove
$50,000 more than the previous empldyee s withoaitrdgcumenting that the
job responsibilities would be more tineensuming, more involved, or require ar
additional work as justification for the increasedary

Title I, Part A is a federal grant program that provides financial assistanc
Districts and schools with high numbers or high percentages of children from
income families to help ensure that all children meet state academic stan
Federal funds are allocated to the states using formulas based primarily on «
poverty estimat®and the cost of education in each state. The states then perf
calculation to determine the allocation of these grant program funds to each ¢
district. Title I, Part A, Section 1118 defines parental involvement as
participation of parentdn regular, tweway, and meaningful communicatiol
involving student academic learning and other school activities that incl
ensuring:

e parents play an integral role in assisting their child's learning;

e parents are encouraged to be actively involvetheir child's education ai
school,

e parents are full partners in their child's education and are includec
appropriate, irdecisioamaking and on advisory committees to assist in
education of their child; and

e the carrying out of other pareintvolvement activities.

Paged



Chapter 2

Findings and Recommendations

Title 1, Part A does requireertain parent involvement activities at both the disti
and school level. Specifically, awritten parent involvement policgt both the
school and district levehust be developed jointly, agreadon, and distributed tc
parents of participating children. Similarly, an annual evaluation must b
conducted at both the school and district level to determine the effectiveness
relevantparent involvement policgand parent involvement activitiesn addition,
all Title | schools must convene an annual meeting to inform parents of
school 6s participation in Title I,
Il nvol vement statut e, the parentds
planning, review, and improvement of the Title | program. This involvem
includes the joint development of the schpatent compact.

However, Title I, Part A does not require a Parent Involvement Coordir
position, designate the type of positighthat should conduct threquired parent
involvementactivities, or specify what position should ensure that the activities
conducted. Some districts have met the requirement for parent involve
activities by distributing the tasks required amoseveral positions alread
employed in the district. Other districts employ individuals specifically classi
as the Parent Involvement Coordinator. According to a Program Manager
KDE Audit and Compliance Branch, this position is generally asiflad, not
certified, position so that higher salary is not required. Thamount paidfor
administrative salaries reduces the amount of funds available at the school le
Title I, Part A activities.

The Martin County School District approadh meeting the Title I, Part A
requirements for parent involvement activities has changed over the years.
individual who held the positioof Parent Involvement Coordinattimrough the
20082009 school year was a classified employee who worked-timfidl 185 day
contract during the school year. She received an annual salary of $14,€
during her last year in this positiost the beginning of the 2002010 school year,
the former Superintendent assigned his spouse, a certified employee, to
position to work fultltime on a year round schedule of 240 days making an ave
annual salary $65,146.55 for the four years of employment. For the current <
year, the District does not employ a person solely dedicated to perform
function.

When questioned about the need for this increase in salary, as well as, the n
of contract days from 185 to 240 for the position, District personnel indicated
the employee assigned had been an Even Start Coordinator, which watnaeful
240 day ontract position with an ending salary of $64,312.47. When grant fun
for the Even Start Coordinator position ended at the close of theZZ@®school
year,the former Superintendent placed this employee, his spouse, in the posit
Parent Involvenent Coordinator. According to this employee and the forr
Superintendent, a provision withinetfeven Stargrant required the continuation c
those services sowhen she took over the position of Parent Involvemen
Coordinatorshe wasassigned the respsibilities of both programs to sustai
earlier efforts and to save money.
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Chapter 2

Findings and Recommendations

However, Al n]either t he grant app!
programs to continue Even Startt ke service acti vit
according to the foner Even Start State Coordinator at KDE. In fact,
independent local evaluation performed for the Martin County Even Start (M(C
program during its final year of the grant indicated, in at least two places, the
Even Start services would be distaned at the end of the fiscal year and tr
MCES would be closing.

The Even Start grants were funded through Title I, Part B to provide assistar
low-income familiesfor improving the academic achievement of young childr.
and their parents, espially in the area of readindghis activity typically related to
ensuring the readiness diildren who had not yet entered school. In contrast, T
I, Part A funding was to ensure that schkeaoy e chi |l dren m
educational standards. diefore, while the two programs both involved workit
with parents, the purpose and target populateere different for the two
programsdé grant funding sources.

Through interviews with elementary school and central office staff, the aud
determired that the majority of the school level parent involvement activi
required by Title I, Part A appear to have been spearheaded by other staff Ic
within the school s. These staff me
Family Resource & outh Services Center (FRYSC) employees, and the Guid¢
Counselor. While the former Parent Involvement Coordinator often attendec
assisted at meetings and events held at the five Title | schools, much of the pl:
and coordination required behitite scenes for such activities to occur, as well
the Title I, Part A school requirements for policy and scip@wskent compact
revisions, annual evaluations, and documentation of activities, were repoi
handled by others.

Based on these same iniews and one with the former Parent Involveme
Coordinator, the auditors concludec
providing services similar to those she had performed as Even Start Coordit
despite the fact that funding for theven Start grant had ended. According ti
multiple interviews sigrrin logs, and othedocumentation provided by the Distric
the former Parent Involvement Coordinator held regular meetings for parer
children under age five at each of the three elemgmianools. These meeting
included activities for the parent and child to interact together, adult and pare
education for the parents, education for the child, and an opportunity for pe
and children outside the school system to become acquawitkdtheir local
schools. While usually held in the FRYSC room at each elementary school, i
the former Parent Involvement Coordinator who designed all activities, prepar:
materials, and ran all aspects of the meetings.
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Payroll records doament that the formerd?ent Involvement Coordinateras paid
100 percentrom Title I, Part Afundsfor the first thregyearsand 40 percent for the
last year. The following table illustrates the salary paid and the funding sourc
each of these years.

Table 1. Sal ary and Funding Source
Parent Involvement Coordinator
School Year Annual Salary Funding Source
20092010 $65,192.47 Title | i 100percent
20102011 $64,896.00 Title 17 100percent
20112012 $65,129.52 Title | 1 100percent
Title 1T 40 percent
20122013 $65,368.22 General 60 percent

Source: Auditor of Public Accounts basedioformation provided by the District.

The Title I, Part A plans/budgets submitted to KDE report the amount set asi
the District for the category of Parent Involvement, which could be used
salaiies supplies, or travel. The following table ilitetes the most recent five
years of budget information submitted to KR this category

Table 2: Amounts Set Aside by District for Parent Involvement

School Year Amount from Description of District Set A-Asides
Title I, Part A
20082009 $32,133| Parent Involvement Coordinator (1 FTE) salary, fringe, supp
materials, travel.
20092010 $88,657| Parent Involvement Coordinator (1 FTE) salary, fringe, supp
materials, travel.
20102011 $87,000| Parent InvolvemenCoordinator (1 FTE) salary, fringe, suppli¢

materials, travel. Time is spent at schools 100% working
schools on Parent Involvement initiatives.

20112012 $101,692| Parent Involvement Coordinator (1 FTE) salary, fringe, supp
materials, travel. Time is spent at schools 100% working w,
schools on Parent Involvement initiatives with additional 19
grant allocated for school use.

20122013 $48,626| Parent Involvement Coordinator (1 FTE) salary, fringe ($33,1
Time spent in schools is 40%tlE | funded (60% GF fundeg
working with schools on various parent involvement activities
programs. Additional 1% of grant allocated for school activitieg

Source: Auditor of Public Accounts based on information provided by KDE.
Note: For the 2002009 school year, the salary paid to the Parent Involvement Coordinator was for the classified employee wit
was paid $14,665.88ased on the 185 day contract
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Recommendations

Despite the contradiction betweerh e e mp | oy e e thefundirg soureei
of her sahry, the District was unable to provide written job expectations anc
other documentation that required, encouraged, discouraged, or even disa
such a revised approach to the Parent Involvement Coordinator position
addition, the former Parentvolvement Coordinator appeared to have recei
only one evaluation during her four years in that position and it was comp
during the 2012013 school year by the current Title | District Administrator.

Besides asingle annual reimbursement reggt discussed in Finding 6, the on
written documentation of thevork performed by thdéormer Parent Involvement
Coordinator was an extended calendar she submitted to her supervisor each
The District required all employees contracted to work lotigen the standard 18!
day school year schedule to submit such calendars on a monthly W4sie. the
extendedcalendars document which days are noncontract days, leave ataly:
work days, the calendars do not detail the type of work performed each day

In conclusion, foreach of thepast four years, the District has used Title I, Part
funds to pay a certified employee with an extended 240 day contract to pe
services as Parent Involvement Coordinator at a salen$50,000 higher than he
predecessor. This resulted in well over $200,000 in additional salary paid dui
four-year period for a Parent Involvement Coordinator that could have been us
benefit the Districtds students. '
bendit the District, the use of Title 1, Part A funds may have been misused an
in compliance with the intended use of the grant funds because the acti
focused on parents with children who were not of schoolratieer thanparent

involvement activies for children attending Title 1 schools

While the District has already eliminated the position of Parent Involven
Coordinator for the current school year, we recomm#rad staff assigned tc
similar positions be provided with spic, written job expectations and require
duties, be required to document the activities performed on a daily basis, ar
t he s c hanolbgd $o suppod those work activities. Activities for th
position should be in compliance with the specgrant program requirements
With the understanding that a higher program administrative salary reduce
funds available for activities at the school levely &uture hiring of an employee a
a Parent Involvement Coordinator should take into cenatanthe following:

¢ the educational and experience requirements needed;

¢ whether the position requires a 240 day (year round) or 185 day (st
year only) schedule;

e whether a classified or certified employee is required; and

e whether a partime or fulktime employee is necessary.
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Finding 2: A local
scholarship fund
administered by
the former
Superintendent,
benefitted two of
his children, yet
District staff had
no or minimal
knowledge of the
scholarship or
recipient selection
process.

Exterrally funded scholarships were awarded to a small number of District stuc
by the former Superintendentet staff were either not aware of its existence
only minimally aware, which created a risk of an inconsistent application prc
and biased settions for scholarship funds. This local scholarship fund v
established in 1952 and the original contract establishing the scholarship wif
District mandates the specific procedures to be followed to grant scholarshi
eligible candidates. Duet t he Di strictdés | ack of
that five of the last fourteen scholarship recipients during the last four years
relatives of District personnel, the District does not appear to have complied
t he schol ar s hracqéres, nonadid dhe tappticatign and selecti
process appear consistent and impatrtial.

In 1952, Mr. Edward Tuthill establishethe TuthillMartin County, Educational
Fund( Tut hi I | Fund), a scholarship fu
menand women of Martin county KeS®et
Exhibit 1 for documentation establishing the scholarship funilr. Tuthill

transferred a total of 552 shares of stock in eight different publicly tre
companies to the Board of Educat, with the idea that the income derived fro
these securities be used for this purpose. These securities were to remain s
from the Districtdés public funds ai
of the Tuthill Fund keeping a full armbmplete record of the financial activity.

Through a review of expenditures, auditors discovered this scholarshipe
current District Treasurer was not able to provide any information related tc
application or selection process associated wighsttholarship fund; however, sh
was ableto provide a copy of the 1952 contract. In addition, the Treas
provided the following information regarding the number of scholarships awar
during the past four school years and the amount of each sclylarsh

Table 3: Annual Number and Amount of Scholarships Awarded from the

Tuthill Fund for the Previous Four School Years

School Year | Number of Scholarships| Amount of Scholarship | Total Amount Awarded

20092010 4 $500 $2,000
20102011 6 $500 $3,000
20112012 1 $500 $500
20122013 3 $750 $2,250
4 Year Totals 14 Scholarships $7,750

Source: Auditor of Public Accounts based on information provided by the District.
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According to the contract establishing the scholarship, an eligible schola
applicant must be a Martin County resident for at least the past twelve mont
graduate from an accredited high school in Kentucky, and in need of assistan
order to receive the money, selected applicants must be registered and in atte
at a postsemndary institution. If a scholarship recipient desires additional aid
the next college year, Asuch persor
as applying for the original grant .

The fAimanner and f or mo f o ractasated thai eligiple
persons must create and submit written applications by Jihef3ach year that

det ai | t heir name, age, resi dence,
applicant proposes to attend some Educational Institutioreistdte of Kentucky
of Coll ege or Juni or Coll ege rank
Aapplicationso are then submitted t

individuals specified by name in the contract and their successeri servesa
committeewho will select the recipient(s) at a meeting to be held during the m
of July. This committeas responsible fodeterminng who receives a scholarshig
how many scholarships will be provided, the amount of each scholarship, and
sudh payment will be made. The contract specifies that the successors of the |
individuals are required to be disinterested citizens and residents of Martin C
that are not Board members or employees of the District.

None of the four individualsnierviewed about the Tuthill Fund knew who,

anyone, was presently serving on the selection committee. The impartiality ¢
committee is of concern because recent recipients of the Tuthill Fund includ
nephew of the Treasuifers s ,phe ahgdef aformerPrincipal, and two children
of the former Superintendent, one of whom received the scholarship twice. Tt
these recipients may have been deserving, the lack of knowledge abot
scholarship and the lack of transparency in the applicatnwh selection proces:
make the process questionable as to its fairness and whether the true intent
contract is being upheld by the Distridh addition, despite the June 30 applicatit
deadline and the requirement for the selection meeting ta otduly, the District

issued checks during the month of June for two scholarships in 2011 and all
scholarshipswardedn 2013, which is a definite breach in contract terms.

According to the Sheldon Clark High School Guidance Counselor, theagd
Counselorbés Office has traditionall
the local scholarship opportunities and distributed this folder in January to
high school senior. All seniors were required to document that they receive
folder and all applications for these local scholarships were due on the sam
The Guidance Counselor delivered the submitted applications to the schol:
sponsors. The sponsors then selected their scholarship recipient inste
involving District staff.
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Recommendations

Finding 3: Former
Superinte
Board approved
contract, had
redundant or
unclear benefits.

While the Tuthill Fund is a local scholarship, the Sheldon Clark High Scli
Guidance Counselor, now in her sixth year, had never heard of the scholarsh
any information concerning the scholarship has not been included in the fc
therdore, District students were unaware of the opportunity to apply for the Tu
scholarship.  According to the Guidance Counselor, a retired staff pe
mentioned this scholarship as another potential source of scholarship fundin
indicated that theapplication process was handled by the Board of Educat
When the Guidance Counselor approached fttmer Super i nt end
about the matter, she was told by ftoenerSuper i nt endent 0 ¢
Tuthill Fund was not available. The Gaitte Counselor took that to mean that t
funding source no longer existed. However, Tébtdearly documents that thre:
individuals received a total of $2,250 in June 20T®0 of the recipientsverethe
former Superintendentods children

Despite theawarding of scholarship monethe District could not provide any
applications or documentation of how the selections were mialewise, neither
the current Superintendent, who came on board on July 1, 2013, nor the ¢
Board Chair, who became a &d member in January 2011, was aware of
existence of the Tuthill Fund. Neither official had any knowledge that the Dis
had securities/proceeds at the local bank related to the Tuthill Fund or wheth
opportunity for students to apply for theuthill Fund had ever been publich
advertised.

We recommend that the Board investigate the Tuthill Fund to determine its
and the financial activity of the account. Further, we recommend the Board wc
ensure compliance withllaof the relevant terms of the contract that original
established the scholarship. If funds are available to award as scholarship
we recommend that the Board ensure that the application process is docur
and appropriately advertised alongiwthe names of the members of the select
committee. A description of the Tuthill Fund scholarship, along with applica
materials, should be included in the local scholarship information provided
January to all high school seniors. Though sadection of the recipients i
required to occur after the close of the school year, the District should ensu
transparency of the scholarship, selection process, and its recipients.

The contract of the former Superintendent contained four contract be
provisions that were either redundant or lacked clear criteria to allow for B
oversight.  While these contract issues were not present in the tct
Superintendentds contract, one pro
continues to impact the current Board.
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Provision1l6of t he f or mer Superintendentd

the contract is terminated, not renewed atrnenegotiated, [ ] shall be reassigned
his previous or comparable position at the Martin County Board of Educ:
centr al of fice. o This provision a

regularly scheduled January 8, 2013 meeting noetew the contract with its
former Superintendent. As a result of this vote, the contract expired on Jur
2013. Instead of returning to a position at the Central Office, the for
Superintendent was placed in the position of special education teathser

elementary school, which is a position similar to how he started his career, bt
left when hired as a principal approximately 16 years ago. This personnel ¢
involving Provision 16i n t he f or mer Superinterd
to a lawsuit filed by the former Superintendent. Given that the courts will de
the propriety of this contract provision and the resulting personnel action impa
the former Superintendent, auditors have not addressed or opined on this s
contract provision.

Provision 11of the contract stated that the Board would pay the expense i
former Superintendent pursued continuing education, but it did not contain
criteria to allow for Board oversight of the expense or the type of eongn
education approved by this contract provision. The provision, written in ve

| anguage, stated that the HASuperirt
education at recognized colleges and universities without loss of pay or vacati
theexense of the Board. o The | ack ¢

Boar dos obthedormer Sgperintendeimt the following areas:

1. No limitations or requirements were developed regarding the type of fui
education expected by this pros i o n . The phras
education at recognized coll ege:
former Superintendent to work towards any undergraduate or grac
degree, including those unrelated to education, such as a MBA, JD,
etc. The contract provision would also allow for any college courses tc
taken including thosenot necessarily apglableto a specific degree.

2. No procedures or limitations were established regarding how the cost ¢
education should be paid, how tbest would be reviewed or approved,
whether there were limits on the amount that would be paid to furthel
formerSuperi ntendent 6s education.
Boardo is the only guidance prov

3. No expectationsa s t o t he for mer Superi
defined to ensure that the Board only paid for classes that were succes
completed. The provision would not prevent the Board from be
responsible for paying the tuition for a class that the fofgugrerintendent
failed to successfully complete.
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4. No provision to address how the Board would protect this educati
investment, such as requiring tfrmer Superintendent to remain in th
employment of the District for a period of time, at the disereof the
Board, after the completion of a course or repay the Board for the val
the education provided if tfermerSuperintendent resiga

According to the former Superintendent, this provision was used to con
pursuing his doctorate ideu c at i on t hroughout hi s

tuition directly with the District credit card. Between July 2011 and June 201
total of $14,211in tuition and related expenses was charged by folnemer

Superintendent and paid by the District.

While the former Superintendent indicated that he discussed his educa
progress and expenditures during the Superintendent Matters portion of the C
Agenda at relevant Board meetings, such an approach may provide insuf
detail and not pndde the Board with a clear understanding of the cost and ¢
aspects of the continuing education. Only the total amount owed to the credi
vendor is listedwi t hi n the Treasurero6s Or de
presented to the Board solelyn ahe Consent Agenda. Therefore, unle
specifically requested to move this information from the Consent Agenda
meeting agenda item, the Board would likely not discuss this item in pu
Further, the Board may not be aware of specific informatitated to this benefit,
such as the amount of the expenditure, the type and purpose of the educatio
is providing the education, and whether the course work was succes:
completed. Though it is our understanding that the former Superintendeinbevi
eligible to receive his doctorate in education in December 2013, the lac
oversight provided by the Board could have resulted in the District contint
funding tuition for classes that were not related to education and/or were
successfully smpleted.

Both Provision 9andProvisionl8o0f t he f or mer S u previde

for the payment of travel inside the District using two different meth&adsvision

9 in part, states that the 0 Bomaximim

rate allowed by | aw for the use ¢
business purposes, botimside ( e mphasi s added) anc
Likewise, Provision 18p r ovi des t hat t he AnSupe
allowance of threenundred dollars ($300) per month for_county (emphasis
added) travel .o Whil e these two pi1
allowed the former Superintendent to receive both mileage reimbursement a
allowance of $300, the former Sup#andent actually only received the $3(
allowance and did not submit any requests for reimbursefoei county travel
during the examination period.
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Recommendations We recommendthe Board and its attorney ensure that current and fu

Finding 4: The
Board did not
adhere to statutory
requirements
related to the
evaluation of the
former
Superintendent.

employmentcontracts properly define all intended benefits. Those benefits sh
be clearly stated, not redundant in nature, and provide clear criteria as to hc
Board will monitor the benefit. If educational benefits are provided, the con
should containa provision to address retention requirements and an assoc
repayment schedule if the empémyresigns prior to the employee meeting tl
required retention period. We further recommend that the Board specifi
review and approve any expenses relate the Superintendent, who is &
employee of the Board, and not just approve them as part of a Consent Agend

While District pdicy requires that an annual summative evaluation be m
available to the public upon request, Board meeting minutes do not document
summative evaluation of tiflermer Superintendentvas discussed and adopted |
an open meeting. KRS 156.557 stpales t hat the fisum
superintendent shall be discussed and adopted in an open meeting of the bo
reflected in the minutes. o Wi t hou
minutes, it is not known whether the Board coeglwith the statutory
requirements related to tiermerSuper i nt endent 6s eva
former Superintendentds evaluations
were requested by auditors but the December 2010 evaluation was the
evaluation provided.

While the former Superintendentds
the Board shall annually provide tfemer Superintendent with an evaluation, it
District policy 02.14 that provides more specific requirementss folicy requires

t hat the ASuperintendent shall b e
January using the established evaluation instrunaent the summative evaluatio
shall be made available to the public on request However ten

evaluation provided to our auditors upon request was the evaluation
December 2010.

Through a review of Board meeting minutes for the past three school years
documented each December that the Board discussed an evaluatiorfooimtbre
Syoerintendent in closed session. The meeting minutes document that
returning from a closed session, that a motion was made and passed to appr
formerSuperintendent 6s evaluati on. Th
a summative evaltian was discussed and adopted in an open meeting as req
by KRS 156.557 during our examination period.

KRS 156.557(6) was amended effective June 25, 2013. While the changes
affect our examination period, the current requirements related fpe r i nt
evaluations are as follows:

(@) Each superintendent shall be evaluated according to a policy and
procedures developed by the local board of education and
approved by the department.
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(b) The summative evaluation of the superintendsimall be in
writing, discussed and adopted in an open meeting of the board
and reflected in the minutes, and made available to the public
upon request.

(c) Any preliminary discussions relating to the evaluation of the
superintendent by the board or betwethe board and the
superintendent prior to the summative evaluation shall be
conducted in closed session.

Recommendation: We recommend the Board not only perform theper i nt enden

Finding 5: The
District did not
have a nepotism
policy though there
are a number of
relatives working

in the District.

annually but also present a summative evaluation in am meeting and documen
its action in the official minutes of the meeting. Furthermore, the Board sh
comply with District policy and KRS 156.557(6) by ensuring that the writ
evaluations are performed annually and that the summative evaluationlablave
to the public upon request.

Auditors were informed of and investigated multiple familial relationsh
throughout the District.While none were determined to violate District policy
the statutory requirementsxcept for the issues noted in Findingitlyas found

that a nepotism policy had not been adopted to address the potential or per
conflicts of interests that existhen relatives work in the same organizatidn.

addition, the Districtdos Hiringoftthe

superintendent. Considering the concerns expressed about this issue curren
in the past, the Board would bendfibm developing a comprehensive policy 1
govern the employment of relatives.

According to the Districtds Hiring
Airelative of the Superintendent shi
16 0. 38mlative is defined as father, mother, brother, sister, husband,
son, daughter, aunt, uncle, sodaw, and daughtein-law within KRS 160.380.
However, KRS 160.380 also discusses prohibitions in employing relatives of si
principals.

The District did not have a policy to address employees supervising or evaluat
relative. Considering that this is a small community and multiple family mem
are and will likely be employed within the District, a policy should be adopte
address ths uper vi si on and other aspects
against nepotism or even the appearance of a conflict.
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Recommendations

Finding 6: One
employee
submitted a
reimbursement
request for the
entire yearinstead
of monthly, as
required.

According to a memorandum i ssued toa
15, 2010, nepotism within the District was invgséit ed pr evi ous
Office of Education Accountability (OEA) due to allegations received by 1
office. This OEA memorandum reported findings of fact, conclusions,

resolutions by OEA. The allegation related tepotism was that the forme
Superintendent had several relatives employed in the district that did not me
nepotism exemptions in KRS 160.380. WHil@ employees were alleged to b
employed in violation of the antiepot i sm statut e, Ol
district personnehlleged to have been in violation of KRS 160.380 are legi
empl oyed. o

While the Superintendent discussed within the OEA memorandum is no longe
District Superintendent, he is still employed as a teacher within the District
addition, the forma r Superintendent s wife |
different school within the District. These employees, as well as others, contir
have relatives that may be in positions of management within the District witl
authority to potentialympact t he empl oyeesd6 eval
employment. However, the District has no policy related to the supervisic
relatives.

We recommend that the Board adopt a comprehensive policy to address ne
involving the employment and supervision of relatives. The policy should ref
all prohibitions relating to the employment and supervision of relatives require
KRS 160.380, not just those of teegperintendent. In addition, this policy shoul
address the supei si on and ot her aspects of
against nepotism or even the appearance of a conftile it is not intended for
the policy to prohibit the hiring of relatives, it should include a provision t
family members would not ka a direct line of supervision over another fami
member and that a family member not

During the examinan period of July 2011 through June 2013, auditors reviey
the reimbursements submitted by Board members, central office employee:
other employees specifically identified in the complaints made to our office. F
this review, we found that one it employee submitted a reimburseme
requesfor the entire yeainstead of monthlyas required by policygndthreeother
reimbursements from other District employees had missing information.
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Board members and District employees can requesbtegament for job relatec
travel within the District and approved travel outside the District and state.

District follows the stated6s rei mbi
policy related t offlof authodizedr tepstmab resuls ie Bre
employee having to stay overnight, the employee shall be entitled to $20 for 1
travel days and $30 for each day s|
as parking, lodging, and gasoline, must be substantiated by a reEeipBoard

members, the policies state that spousal and personal entertainment expens

not be rei mbursed. For Di strict e
employee shall pay for expenditures of a personal nature, such as teleplgne
movies, alcoholic beverages and sin

Related to processing the reimbursement forms, the policy requires the followi

No request for travel reimbursement will be considered unless filed
on the proper form and accompanied by theperoitemized
receipts. Reimbursement requests must be submitted within one
(1) week from the date the expense was incurred. Without proper
documentation, individuals shall not receive reimbursement, and,
if it is determined that reimbursement was madeebaon
incomplete or improper documentation, the individual may be
required to reimburse the District.

For the 20142012 school yeathere were 63 reimbursement requests submittec
five Board members that totaled $1,757.30. tHa 20122013 school ear, there
were seven Board members with a cumulative 100 reimbursement requesi
totaled $1,410.95. In general, Board members received reimbursement fro
District for their mileage to and from board meetings and to attend a Kent
School Boardconference each year. The reimbursements reviewed by auc
were detailed and documented that a sufficient review was performed befol
reimbursements were made.

For central office employees, there were 11 employees that submitte
reimbursementequests that totaled $13,006.95the 20112012 school year Of
those requests, only one lacked a detailed business purpasethe 2012013
school year there were 12 central office employees that submitted
reimbursement requests that totale®,$49.59. Of those requests, one form w
incomplete as to where the employee was traveling and another form did not
an approval signature before payment.

Of the District employees identified in the complaints received by this office,
employee whose position requires travel between the different schools,
reimbursed for a single annual mileage request of $1,047.94 for the 20tite
2012 school year that was not submitted until theofalhe following school year
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Recommendations

Finding 7. The
District did not
have a policy
related to the use
of the Fleet One
card and the
cardholders are
not required to
sign a user
agreement.

A reimbursementaquest was not made by this employee during2bi&l-2012
school year unti |l an external i nves
pointed out that no rei mbursement
stated reason as to why reimbursamrequestfor mileagewere not made prior to
the investigation was that the employee considers travel costs as part of the
for this position and thatlassroomteachers do not receive reimbursement
traveling to work. supleovisar stated , that tahneleac
request was done by others in similar positions and that this employee shot
one as well. However, this employee did not submit a reimbursement reque
the 20122013 school year though the employee worked in theegaosition that
required travel to different schools.

Because the timing of this reimbur
reimbursement policy, auditors attempted to review the validity of the trave
corroborating it with a specifielementarys c hool 6 s si gn i n/
reimbursement form claimed the employee traveled to the elementary schc
days during the 2012012 school year, yet the sign in/out documentation o
supported visits for 19 of the 31 days or 61 pero¢he time. Auditors also notec
that three of the travel days cl ain
when sign in/out sheetwould likely not have been used since the school w
closed. In addition, there were five visits on theaschl 6 s si gn i

were not reflected on the empl oyeed

According to the employee, the District did not have a strict-isigmolicy for
employees, only visitors. Therefore, the validity of the mileage requeste
guestionable based on the available documentation.

We recommend the Districteny reimbursement to a Board member or Distr
employee when the forms are incomplete or not submitted within the timefi
required by policy. While incomptie requests can be corrected and resubmi
timely, an annual reimbursement request would require an extensive revie
determine its validity. In addition, expenditure reimbursements for the school
should be submitted and paid timely so that thesDt r i ct 6 s f i na
represent the actual expenditures for that fiscal year.

During theexamination period of July 2011 through June 2013, the District s
$18,359 using the Fleet One caydt the District dd not have a specific policy for
the use oFleetOne cards and user agreements were not required. Fleeafise
areusedby the maintenanceemployeesand school custodians withithe District.
Theseemployees are authorized teatheseFleet Onecards for gas purchases fc
the Districtdos vehicles, mower s, g
employeesvere each assigneccad to use for the District vehicless needed. The
school custodians use theleet Onecard that the Assistant Superintende
maintains in his dice.
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Recommendations

Finding 8: District
Maintenance and
Transportation
staff do not
maintain accurate
inventories.

According to the Assistant Superintendeait employees who use tHdeet One
cards are told vedily the proper use of the cards and to compddtg) sheet on a
monthly basis, in addition to turning in their gas receifitss an unwritten practice
that he receipts and log sheei® to be turned into the central office staff month
If the District finance staff does not have thsupporting documentation, the sta
requests receipts and log sheétsm the maintenanceemployeesand school
custodians Thefinance staff then reconciles theceiptsand thelog sheetdo the
purchases listed ohé Fleet Onamonthly statemest

For the examination period, the auditors reviewedoathly statemendf the Fleet
One card purchases from each quarterhis review includedhe documentation
attached to the statemengsich asctivity logs, invoicespurchase orders, receipt:
and log sheetsWe found 12 of the 32 log sheets selected for reviene missing
and themonthly purchas ordersdid notconsistentlycontain adequate informatior
to support thereason forpurchasesr the Assistant Superimted e nt 6 s .
However, the purchases were supported by receipts and the pattern and am
purchases did not indicate that the Fleet One camte used in a questionabl
manner

We recommend the Board develofoamal policyandbr procedursfor theuse of

the Fleet One cards. The policy and/or procedures should require that ¢
agreement document must be read and signed before an employee is perm
use a District Fleet One card. We recommend that the adopted preceuhude

the supporting documentation specifically required and that the purpose fc
purchase is documented. The review and approval procedures required p
payment should also be included in the written procedures. This polic
procedure shad also include a timeframe for employees to turreceiptsfor the

purchases made with the Fleet One cards and the action that will be taken
required documentation is not provided.

The Di st raccountpuschases wereesupported by detailed invoices -
were recorded thoroughly in the Distéieinformation system (MUNIS); however
this information was not being used to develop and maintagheaironic inventory
database. Our review of purchases within the Maintenance and Transpol
Departments determined that the Purchase Order (PO) was not consis
completed andhe purpose for the purchase waesiodically omitted. It was alsc
found that work orders were not required to document the inventory used

project or assignment, but the District had developed a new policy requiring
process foschool year 201:2014. With detailed purchasing information and wc
order informatio available regarding the padsadequipmentused bythe District,

it would be beneficial for the District tonplementan electronic inventory systen
to monitor and track the inventory maintained in these departments.
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The District named certain trgmstation and maintenance employees as authori
users of store accounts at three local vendors: Advanced Auto Parts; |
Har dware; and Loweods. District pol
the PO, along with a detailed and signed recagthe Central Office as soon &
possible and prior to the arrival of the billing statement from the store. The
below illustrates the amount of expenditures for the most recent two fiscal ye
the three local vendors.

Table 4. Store Accounts Used byDi s t Maimtenanse and
Transportation Departments

20112012 20122013
Store Expenditures Expenditures
Advanced Auto Parts $2,199.95 $3419.50
Evans Hardware $26,909.13 $56,677.24
Loweds Cdnmpani $338.61 $1,062.26

Source: Auditor of Public Accounts based on information provided by the District.

To determine compliance with District policy, the auditors reviewed four mon
statements from each fiscal year, 38 percent, of the statements issued by
Di st r i c tstorsaccobuatrvendos Evans Hardware. Auditors found that
vendordés invoices were extremely d
signature of the buyer, and referenced the PO eurpbesented at the time c
purchase. However, the POs provided limited information as to the purpose
purchase. In addition, the District financial staff appeared to fully use the im
description field in MUNIS to include items purchased,ghipping location noted,
and the date of purchase, prior to issuing checks for Board approval.

While detailed purchasing information was maintained, along with the d
provided by this vendor on their invoices, the District did not have a systeatko
the items purchased by these two departments. Interviews with both the Direc
Maintenance and Director of Transportation indicated that an accurate dod
date inventory system was not used by either department during the exami
period. Both departments were working with netectronic inventory listings that
had not been fully updated in several years.
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Recommendations

In addition, the District did not require transportation or maintenance employe
submit work orders as documentation to suppott e i r projects
and the inventory items used. Without proper documentation of the inventory
used, an wpo-date inventory listing could not be maintained. However, during
course of this examination, District staff instituteshew policy, effective fothe
20132014 school year requiring work orders be completed and submitted
employees to their respective directors via email or fax. The new form require
documentation of such information as: location; date and timedef carrival, and
departure; quantity, name, and amount of materials used; description of °
listing of miscellaneous charges; listing of labor charges; and a listing of emplc
on the job.

A regular inventory check would strengthen the contrety éracking the usage o
inventory and identify loss of inventory providing an opportunity to examine
loss in a timely manner. In addition, the lack of artaipate inventory system
may assist in creating waste by allowing for items to be purchbaedere already
available in the departmentsodé respe

We recommend thathe District ensure that POs include the purpose for
purchase as required. Inaddtion, we recommend that the District ensu
compliance with tB new policy requiring the completion of work orders so tl
inventory used can be removed timely to maintain an accurate inventory.
further recommend that both the Maintenance Department and the Transpol
Department maintain an accurate-topdate electronic inventory database so tr
regular inventory checks can be conducted to monitor inventory to reduce unn
or duplicate purchases and prevent inventory loss due to theft.
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AThe TMarhtiild Count vy, Educati onal F uBxibiol C

CONTRACT,

THIS AGRTEEMENT; made and entered into this __ . day of

Aebs (952, by and between, Haward Tuthill,
of Salina, Kansas, party of the firet part and the Board of Fiucae
tion of Martin county, Kentucky, party of the second part,

WITHESSKEDH: =

That Whereas: It is the dssire of the firet party to
establish a fund for the éssistance of worthy, needy young men and
women of Martin, county Kentucky, in securing an education, and

Whereas; It is the desire of the second bParty that this
assistance be secure& for the use and benefit of worthy, needy young
men and women of lartin county, Kentucky and their further desire
and purpose to cooperate fully in setting up and operation of said

fund;
' Now THEREEQRE: in consideration of the premises and the

texrms and conditions hereinafter sof out and the furthaer consider=
ation that the first party has asgigned, conveyed, set over and
transferred certain valuable securities unto the second barty, to
ba deliVGrad unto the second party, gimul taneously with the execu~
tion of this contract by both parties hereto.

Said securities are described as follows, to wit:-

(1} 10 shares of Stratton Terstegge Terstegge Co, certificate i 340

{2) 100 " " XKentucky Rock Asphalt Co, " - 3218
{3} 100 " ! Northern States Power Co, U # TCCI790
(4) 12 " " W. Va Water Service Co, 8 f CBIO730
{6) I0 " " General Foode Corporation, " 3 g076269
{(6) 70 " " atlanta Gae Light Co, > ® #NC0B4,
(7) 50 by Y win Coach Company, ! #NOI983L,
(8) T00 " " Kentucky Rock Asphalt Co, n Ik 3217,
(9) 100 " " Shekletor Piano Company, 1 iF 343,

' ‘ ”Tho barties hereto have sgreed as folloWs.

To The name of the said Fund shall be "The Tuthill-liartin

. Countylﬂducationallﬂund"

2o The first pafty may in his discretion and if he so desires

and others may contribute
make further contributiong/to gald fund and such contributions made
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